Crusader Brought FBI Surveillance Into High 


•j By Brian Duffy 

, Staff Reporter of The Wall Street J ournal 

*c NEW YORK-For the people who recog- 
nize him on the street, James Kallstrom is 
inevitably associated with the explosion of 
TWA Flight 800. 

H It was Mr. Kallstrom who directed the 
Federal Bureau of Investigation’s probe of 
the crash and who first raised the possibil- 
ity of terrorist involvement, vowing to 
track down the “cowards” responsible. It 
was Mr. Kallstrom who enfolded families 
of the victims in. his trademark bearlike 
embrace and promised that no effort would 
be spared to determine the cause of the 
tragedy. And it was Mr. Kallstrom, finally, 
who declared that the overwhelming bulk 
of the evidence pointed to catastrophic 
mechanical failure. 

But on New Year’s Eve, when Mr. 
Kallstrom stepped out of his corner office 
qji the 28th floor of the Jacob Javits federal 
building in Manhattan for the last time, the 
Trans World Airlines investigation wasn’t 
what most of Mr. Kallstrom’s colleagues 
remembered as the highlight of his 27-year 
FBI career. Nor was it his cases against 
Mafia dons and foreign terrorists. More 
important, current and former colleagues 
said, Mr. Kallstrom pushed the bureau 
aggressively to devise and adopt new 
methods of conducting electronic surveil- 
lance, methods that are only just now 
being' put into broad use. 

,'i “Jim Kallstrom was one of the first 
persons in the FBI to warn that emerging 
telephone technologies could cripple use of 
court-authorized electronic surveillance, 
Unless steps were taken to ensure contin- 
ued use of the most essential tool needed to 
protect the public from violent crime, drug 
trafficking, organized crime, terrorism 
And espionage,” FBI Director Louis Freeh 
said in a statement. 

•o Legislation Mr. Kallstrom helped draft 
tp provide law-enforcement agencies ac- 
cess to new telephone switching systems 
became the subj.ect of a pitched battle on 
Capitol Hill in recent months. Lobbyists for 
phone companies decried the measure as 
onerous and expensive. Messrs. Kallstrom 
and Freeh, along with other senior law 
enforcement officials countered that they 
couldn’t do their job without them. 

Eventually, Congress agreed to pay 
phone companies a total of $500 million, as 
reimbursement for expenses related to 
implementing the legislation, which was 
t signed into law in 1994. So far Congress has 
‘appropriated only $100 million of that, with 
"the balance to come over the next several 
years. 

But the controversy over this legacy 
Hasn’t ended. While the law doesn’t give 
the FBI new authority to conduct wiretaps, 
civil libertarians in Congress are raising 
questions about putting the new technol- 
ogy to use, meaning that further debates 
over releasing more funds are inevitable. 
It isn’t clear who will become the FBI’s 
point man in the debate. Mr. Kallstrom’s 
successor in New York is expected to be 
/announced soon, but FBI officials say Mr. 


James Kallstrom’s most famous cases: 

311974-1980 Investigations of New York bombings by 
Puerto Rican separatist group FALN. 

□1986 The Mafia Commission case. Conviction of heads 
of five New York Mafia families. 

*1990 Conviction of Mafia boss John Gotti and other 
Gambino organized-crime members. 

■1994 Convictions of Ramzi Yousef and other defendants 
accused of bombing the World Trade Center in New York. 

■1996 Convictions of Sheik Omar Abdel Rahman and 
other defendants accused of conspiring to detonate 
explosive devices at several New York City landmarks, 
including the United Nations. 

■1996-97 Criminal investigation of the crash of 
TWA Flight 800. 




James Kallstrom 


Kallstrom played a unique role in guiding 
the bureau on high-tech security issues. 

Mr. Kallstrom is anything but a techni- 
cal wiz. The son of a car salesman and a 
nurse, he began his FBI career in 1970 after 
serving as a captain in the Marine Corps in 
Vietnam. Five years later, he was the case: 
agent assigned to investigate a Mafia 
loan shark named Paul “Little Paul” Cas- 
tellano. He obtained one of the. first court 
authorizations the FBI ever received to 
install a secret microphone and video 
camera. Along with a team of agents, he 
placed the bug and camera in a grimy 
Brooklyn storefront. But when they re- 
turned to their listening post, they were 
dumbfounded. 

“The damned microphone never 
worked,” Mr. Kallstrom said. “The video 
camera worked great, so we could see, 
these wiseguys running their mouths. But 
we couldn’t tell what the hell they were 
saying. I went crazy.” 

So crazy that FBI brass placed Mr. 
Kallstrom in charge of all “technical serv- 
ices” in the bureau’s flagship New York 
office. The job meant providing wiretap 
specialists, lock pickers and covert-surveil- 
lance capabilities to FBI agents working on 
a wide range of criminal investigations,: 
from organized crime to white-collar crime 
to narcotics and terrorism. 

Total Reorganization 

Mr.' Kallstrom reorganized the New 
York office from top to bottom, developing 
special teams assigned to install wiretaps 
and pick locks; until then, agents had 
simply been assigned those jobs on an ad 
hoc basis. FBI headquarters in Washing- 
ton eventually ordered the New York 
model adopted in field offices across the 
U.S. 

Still, Mr. Kallstrom worried that the 
proliferation of new technologies, from 
cellular telephones to newly enhanced en- 
cryption equipment to digital telephone 
switching systems, was rapidly outpacing 
the FBI’s ability to keep up with criminals. 


“There were days we would literally have . 
100 court orders [for wiretaps] for Nynex 
Cellular,” Mr. Kallstrom recalled. “And, 
they could provide just four ports [to install 
the taps]. So we’d get the four, and 
there’d be another 96 waiting .... That , 
was a microcosm for the whole range of 
problems we were facing.’.’ 1 

The new digital telephone systems 
posed the most immediate challenge. One 
by one, telephone networks across the , 
nation were converting from analog equip- 
ment to digital switching systems. But 
most weren’t building in the capability to 
allow law-enforcement agencies to place' 
court authorized wiretaps on the new sys- ■ 
terns. “It wasn’t anything malevolent on 
their part,” Mr. Kallstrom said. “They 
just weren’t thinking about the law-en- 
forcement requirements." 

Lobbying Everyone 

Assigned as the head of the engineering 
section of Technical Services Division at 
FBI headquarters in 1990, the nontechni- 
cal Mr. Kallstrom began lobbying 
everyone in sight for legislation to force 
telephone companies to install wiretap-ca- 
pable digital systems and to pay them for 
the trouble of doing so. The legislation 
became law four years later. 

Mr. Kallstrom “was instrumental in 
pursuing the digital telephony legisla- 
tion,” FBI Director Freeh said. "... [He] 
has also been a catalyst for development of 
proposals to prevent new encryption tech- 
nologies from blocking law-enforcement 
investigations.” • 

Mr. Kallstrom is leaving the FBI to 
become senior executive vice president of 
banking giant MBNA Corp. in Wilmington, 
Del. Jules Bonavolonta, an old friend from 
the bureau who helped lure him there, said 
Mr. Kallstrom’s management of FBI tech- 
nical services, personnel and a wide range 
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‘There were days we would literally have . 
.'TOO court orders [for wiretaps] for Nynex 
'. Cellular,” Mr. Kallstrom recalled. “And 
they could provide j ust four ports [to install 
the taps]. So we’d get the four, and 
there’d be another 96 waiting .... That , 
‘was a microcosm for the whole range of 
problems we were facing.” 1 

The new digital telephone systems 
posed the most immediate challenge. One 
by one, telephone networks across the . 
..nation were converting from analog equip- 
ment to digital switching systems. But 
most weren’t building in the capability to 
allow law-enforcement agencies to place 
court authorized wiretaps on the new sys- ■' 
terns, "It wasn’t anything malevolent on 
their part,” Mr. Kallstrom said. “They 
just weren’t thinking about the law-en- 
forcement requirements.” 

Lobbying Everyone 

Assigned as the head of the engineering 
section of Technical Services Division at 
FBI headquarters in 1990, the nontechni- 
cal Mr. Kallstrom began lobbying 
everyone in sight for legislation to force ■ 
telephone companies to install wiretap-ca- 
pable digital systems and to pay them for 
the trouble of doing so. The legislation 
became law four years later. 

, Mr. Kallstrom “was instrumental in 
pursuing the digital telephony legisla- 
tion," FBI Director Freeh said. "... [He] 
has also been a catalyst for development of 
proposals to prevent new encryption tech- 
nologies from blocking law-enforcement 
investigations.” ■ 

Mr. Kallstrom is leaving the FBI to 
become senior executive vice president of 
banking giant MBNA Corp. in Wilmington, 
Del. Jules Bonavoionta, an old friend from 
the bureau who helped lure him there, said 


of investigative efforts provided him with 
the kind of experience the bank requires in 
its own far-flung operations. Mr. Bonavo- 
ionta recently hired former Deputy FBI 
Director William Esposito, he said, not 
because of his background in investigative 
work but because of the breadth of his 
management experience. 

“I’ve known Jim Kallstrom and Bill Espo- 
sito for 20 years, 1 and they’re two of 
the most qualified executives I’ve ever 
worked with,” Mr. Bonavoionta said. 
"We’re just adding to a first-rate operation 
some first-class FBI executives.” 

For his part, Mr. Kallstrom said he sees 
his contribution during the course of his 
FBI career as an obvious response to an 
obvious problem. “We’re in the informa- 
tion age, and the FBI is in the information 
business,” he said. “We can’t just be the 
best interviewers in the world. Or the best 
crime-scene people, or the best latent : 
fingerprint people. We’ve got to be the best 
information people, and that means under- 
standing where the information is, how 
it’s being transmitted - and being able to 
get access to it within the law when the 
public good is at risk.” 

IRS Signals It Will Probe 
Disclosure of Church Pact 

By a Wall Street Journal Staff Reporter 

WASHINGTON - The Internal Reve- 
nue Service signaled that it will investi- 
gate the disclosure of a closing agree- 
ment that gave the Church of Scientology 1 
tax-exempt status and settled numerous 
lawsuits. 

The agreement between the church 
and the IRS had remained secret for 
about four years, until The Wall Street 
Journal published an article detailing the 
agreement’s terms this week and posted 
the document on its Internet Web site. 
Under the pact, the church agreed to pay 
the IRS $12.5 million, set up a special 
tax-compliance committee and drop 
thousands of lawsuits filed against the 
IRS in exchange for tax-exempt status 
and the discharge of tax liens, levies, 
penalties and ongoing audits. 

In a statement Wednesday, the IRS 
said that a closing agreement is confi- 
dential taxpayer information that can’t 
be disclosed by the IRS “without proper 
authorization.” The.unauthorized disclo- 
sure of a closing agreement would violate 
the IRS code, the agency said. 

The statement signals a pending in- 
vestigation into the disclosure, but the 
IRS declined to say that a probe was 
being opened. The agency said its Office 
of the Chief Inspector is “charged with 
investigating unauthorized disclosures of 




Here is a radical idea- 
How about a reporter 
doing some investigation? 
The NY TIMES printed many 
a story on TWA 800, but I 
never saw a word in the 
weekend editions . And not 
one more word from the 
Courier Journal. 



